550 West Seventh Avenue, Suite 1700 
Anchorage, AK 99501 
907-269-7450 


STATE CAPITOL 
P.O. Box 110001 
luneau, AK 99811-0001 
907-465-3500 


Governor Michael J. Dunleavy 

STATE OF ALASKA 



May 23, 2019 


The Honorable Bert Stedman 
Co-Chair, Senate Finance Committee 
Alaska State Senate 
State Capitol Room 518 
Juneau, AK 99801 

The Honorable Neal Foster 
Co-Chair, House Finance Committee 
Alaska House of Representatives 
State Capitol Room 505 
Juneau, AK 99801 


The Honorable Natasha von Imhof 
Co-Chair, Senate Finance Committee 
Alaska State Senate 
State Capitol Room 516 
Juneau, AK 99801 

The Honorable Tammie Wilson 
Co-Chair, House Finance Committee 
Alaska House of Representatives 
State Capitol Room 511 
Juneau, AK 99801 


Dear Senators Stedman and von Imhof, Representatives Foster and Wilson: 

I was notified by the Office of Management and Budget (OMB) that the departments and 
programs listed below are realizing significant FY 19 budget shortfalls. The shortfalls in these 
departments will have an impact on the operations of each department or poses a legal risk of 
funding at this time. 

Each of these items were submitted to the Legislature, through the supplemental appropriation 
process, as necessary items to address to prevent a reduction in services, and in at least one case, 
eliminate a risk to life, health, and safety issues of patients and staff at the Alaska Psychiatric 
Institute. 

Department of Education & Early Development - Title 1 and School Improvement Grants 

$10,000,000 Federal Funds 

FY 19 Supplemental Appropriation (presented to the Legislature in the March 14 supplemental 
amendment package). 

Purpose: DEED serves as the pass-through from the federal government to distribute grant 
awards to districts and communities. DEED needs the FY 19 supplemental authorization in order 
to ensure the timely distribution of dollars to districts for programs. 
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Department of Corrections - Inmate Health Care 

$3,000,000 Unrestricted General Funds 

FY 19 Supplemental Appropriation (presented to the Legislature in the March 27 supplemental 
amendment package). 

Purpose: The supplemental appropriation is needed to cover increased inmate health care costs, 
increased pharmaceutical costs, increased contractual obligations, and physical health care staff 
cost due to overtime for medical coverage. 

Department of Health and Social Services - Medicaid Services - Health Care Services 

$15,000,000 Unrestricted General Funds 

FY 19 Supplemental Appropriation (included in HB 54 (2/20/2019) and SB 39 (1/28/2019) 
Supplemental Appropriation bills. 

Purpose: There is no other source of funds available for Medicaid Services that would not result 
in short-funding another program. Medicaid Services is anticipating running out of sufficient 
funds at the end of May. DHSS will have to prioritize provider payments due to the shortfall. In 
2016, when a short-fall in Medicaid Services occurred, the providers that were most impacted 
were smaller providers in smaller communities. The effect of this is two-fold: providers could 
stop providing medical services because they won’t receive payment from the State of Alaska, 
thus exacerbating access to health care in smaller communities. DHSS would prioritize provider 
payments similarly to the process they followed in 2018 (FY 18). Payments would be suspended 
based on 1) large hospitals and nursing homes, 2) regular FMAP claims of 50%, and 3) make 
every attempt to hold smaller providers harmless. 

Last year, Federal spending authority was not an issue as it is this year. At this time, both Federal 
and State spending authority will be exhausted by the end of the June 3, 2019 week. In addition, 
all tribal health reclaiming and drug rebates cannot be processed due to the shortfall of Federal 
spending authority. 

Department of Health and Social Services - Alaska Psychiatric Institute 

$7,000,000 Unrestricted General Funds 

FY 19 Supplemental Appropriation (presented to the Legislature in the March 27 supplemental 
amendment package). 

Purpose: This appropriation is a life, health, safety issue for patients and staff at the facility, as 
DHSS cannot make payments to contractors for security and medical locum tenens (medical 
staff). 
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Department of Public Safety - Alaska State Trooper - Personal Services 

$3,527,400 Unrestricted General Funds 

FY 19 Supplemental Appropriation (included in HB 54 (2/20/2019) and SB 39 (1/28/2019) 
Supplemental Appropriation bills). 

Purpose: Payroll for Alaska State Troopers will continue to be paid, however, the DPS personal 
services line is out of money. Essentially, once the supplemental funds are received, those funds 
will be used to backfill the General Fund, rather than coming from the DPS personal services 
line, as is technically and legally correct. 

Each item was included in SCS CSSSHB 39 (FIN) am S, and has been adopted as an item in the 
Conference Committee on HB 39. Had the Legislature been able to conclude work on HB 39 
prior to the end of the first regular session, the supplemental appropriations would have been 
authorized, thus avoiding the short-fall situation that the departments now find themselves in. 
There is no alternative to fund these items through the remainder of FY 19. 

I am requesting that the Conference Committee on HB 39 conclude their work in a timely 
manner and issue a report to each body to approve. It is distressing that due to lack of action on 
the supplemental appropriations listed above, many that have been before the Legislature since 
as early as January 28, 2019, agencies will have to make decisions outside of their control that 
will impact Alaskans and businesses. 

The Department of Law, Office of Management and Budget, and the Department of 
Administration have already begun the necessary steps and planning to address the Legislature 
failing to pass an FY 2020 budget by June 30, 2019. 

Again, I urge the members of the Conference Committee to conclude deliberations and deliver a 
budget that funds essential services without impacting the day-to-day lives of Alaskans. 



Michael J. Dunleavy 
Governor 


Attachments 

cc: Ms. Donna Arduin, Director, Office of Management and Budget 

Ms. Suzanne Cunningham, Director, Governor’s Legislative Office 
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imponent: Special Projects (AR P210) (1001) 
RDU : Alaska State Troopers (160) 
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Scenario: FY2019 Supplemental (15621) 
imponent: Alaska Wildlife Troopers (AR P300) (2746) 
RDU: Alaska State T roopers (160) 
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Scenario: FY2019 Supplemental (15621) 

Component: Alaska Wildlife Troopers Aircraft Section (AR P310) (492) 
RDU : Alaska State Troopers (160) 
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Scenario: FY2019 Supplemental (15621) 
>mponent: Training Academy (AR P720) (524) 
RDU: Statewide Support (165) 



